The automotive industry in India has metamorphosed from a virtually non existent, lowquality-low-volume industry to a conglomerate of one among world best auto manufacturers with highest growth rate with in last 15 years. The earlier studies revealed that Indian automotive industry was not competitive enough for the global market due to inferior quality, lower labour productivity and high cost of raw materials in India (Khisty, V., 2004) 1 . Recent trends show that Indian auto component industry has become the hub of high quality, low cost products. How the industry has changed in last one decade is an important burning issue to be analysed. The reforms adopted by the government have opened up tremendous opportunities for investment and technology transfer. Indian firms are now looking for joint ventures and technology transfer specializing niche technology and to complement their range of products with the world's latest and the best. It is important to know the dynamics of the industry while it is undergoing a tremendous restructuring. The various technological and non-technological innovations that have been brought in by the industry to capitalize on the opportunities in the wake of globalization need to be closely monitored.
Introduction
At the time of Independence India suffered acute scarcity of food grain, lack of infrastructure with very few financial resources and extremely low literacy rate. Economists at that time consider India was destined to be a country which would never enter into the "take off" stage of Rostow's economy model (Rostow, 1960) 3 . The industrial policy resolutions taken in 1948 started the whole development of industrial revolution in poverty-ridden India. The radical change came in 1991 policy statement with a major shift from controlled policy to liberal one. Imports/Exports were made free from most of the restrictions. India saw a total changeover to a developing nation economy with the initiations taken in this particular policy change with a steady growth of development of Indian industry. And finally, post WTO scenario has changed the Indian industrial perception of Globalisation and Innovation.
Globalization refers to the universal phenomenon of technological, economic, and cultural change, as brought about by expanding facilities for intercommunication and interdependency between traditionally different cultures. Noticeably, increased international trade and finance have established a means wherein deeper cultural exchanges have taken place -greatly increasing the impact of global issues at the local scale. The automobile and the component industry is also influenced by globalisation. The automobile production of the world is projected to increase to 92 million units in 2015, according to an OECD report (2005) 4 . The bulk of the increase will occur in Asia, with high growth rates in other parts of the developing world. The Indian automobile industry, according to a World Bank report (2005) 5 , is one of the fastest growing in the world, now produces 13 times more cars than it did 20 years ago. In passenger car segment, India ranks 11 th with a total production of 1.1 million units with a highest growth rate of 30%(see Figure 1 ).
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No of Units India is among the top 10 countries to design, develop and mass produce its own car. The automotive industry in India has thus undergone a transition from a few auto manufacturers, virtually non-existent auto components makers and low quality auto ancillary producers to the big league of global auto manufacturers, competitive component manufacturers and emerging ancillary producers 2 . Some studies have revealed that earlier the Indian automotive industry was not competitive enough for the global market due to inferior quality, lower labour productivity and high cost of raw materials in India 2 . However, globalisation, like the other markets has made the automotive market very competitive and brought the profit margins to a very low level. Globalisation is also causing companies to and particularly manufacturers to change their business models so as to remain competitive. One such business model is to bring in various innovations. Innovation is the key to creating and maintaining competitiveness in any SMEs in this globalised era. To measure the innovation among an industry is extremely complicated issue. Generally an innovative industry is that which takes certain steps right from its evolvement to final customer satisfaction. These steps lead a company to either being innovative or non innovative.
Indian Auto-component Industry
Component suppliers are the strength of the emerging automobile industry. Globalization has effected changes in the component industry too. There has been a rise in growth rates of auto components industry in India. Indian automobile component industry is relatively labour intensive by global standards and is in a transition stage as a low cost base for exporting labour intensive products (Saripalle, 2005) 6 . But the components sector is transforming itself from a low volume, fragmented market into an internationally competitive industry. Indian component suppliers have displayed a growing capability to cater to the engineering and production needs of the some of the world's biggest auto companies. India has competitive advantage over other countries in manufacturing labour intensive, skill intensive parts. To cater to a growing domestic market, be able to undertake and execute large export orders and leverage economies of scale, a host of players are planning to invest in the capacity expansion as well as improvement in technology. India enjoys a cost advantage with regard to castings and forgings. The performance is close to the levels expected of world class suppliers in the US, Europe and Japan (Sutton 2004) 7 . The manufacturing costs in India are 25 to 30 percent lower than its western counterparts. Auto component exports from India increased at a rate of CAGR of about 23% during FY 1998-2005. Despite this growth, the share of Indian exports in global auto-component market is very small. Recent trends show that Indian auto component industry has become the hub of high quality, low cost products. How the industry has metamorphosed in last one decade is an important burning issue to be analysed. The reforms adopted by the government have opened up tremendous opportunities for investment and technology transfer. Indian firms are now looking for joint ventures and technology transfer specializing niche technology and to complement their range of products with the world's latest and the best. It is important to know the dynamics of the industry while it is undergoing a tremendous restructuring and tierisation. The various technological and non-technological innovations that have been brought in by the industry to capitalize on the opportunities in the wake of globalization need to be closely monitored 1 .
The Indian auto-component industry has about 500 firms in the organised sector and about 5000 firms in the unorganised sector. The huge unorganised sector typically caters for the demand emanating from the replacement market. The replacement market faces continuous competition from spurious parts. The unorganised sector in turn is a low cost one, given that its fiscal liabilities are low. As a result this sector is able to supply the replacement market with significantly lower priced parts. The after market is highly competitive for the components with high price elasticity of demand and tolerance of lower quality standards. A major channel of marketing and distribution for this sector is the typical roadside mechanic.
Automotive Sector SMEs in Delhi NCR
In India, the National Capital Region (NCR) of Delhi alone accounts for almost 40% share of the overall component industry. As a part of the pilot study we surveyed 14 firms from the auto component sector in NCR, Delhi. Our small preliminary survey with some parameters for the empirical investigation of the auto firms in the region focused on innovative activities and initiatives in enhancing capabilities in technology, R&D, marketing and human resource development from the SMEs in the organized and un-organized sectors. We had detailed discussion with personnel from various fields. We tried to find out how the industry has responded and performed to the process of globalization. Our observations and findings are given in the sections below.
Human Resource Development
A skilled and educated work force enhances the absorptive capability of a firm. This is because the human and knowledge capital within a firm determines the firm's overall ability to assess technological opportunities in (or around) its fields of activity. The higher the percentage of trained employees, the greater is their ability to absorb the knowledge around them within and outside the firm (Parhi, 2005) 8 . The employment of a more skilled workforce helps the firms' efforts and investments to upgrade their capabilities. The organised sector, as seen from our study, adopts the policy of 'learning by hiring' (Vallejo 2005) 9 , employing a certain level of education in one way that firms can build and strengthen their technological capabilities. The unorganised sector is seen to hire mostly unskilled labour and impart on-the-jobtraining. The graduates and the post-graduates are hired by the organised sector. The education level is the dominant factor as observed from the study and also as suggested by Vallejo, in the capability building activities and processes undertaken by the firms. Fig. 2a shows the manpower qualification for unorganised sector a few of the firms. The trends consistently show that most of (around 80%) employees of firms in unorganized sector belong to a group which is predominantly uneducated and therefore unskilled. Fig. 3a shows the skill levels of the unorganized sector and the number of unskilled workers in such firms have considerably high number. These unskilled workers acquire skill on-job . Fig 2b and 3b show the manpower qualification and skill level for organized sector respectively. The trends show that in organized sector the employees belong to all level of qualification, ranging from below matric to PhD. Similarly in starking contrast to unrganied sector here majority of employees have a degree of skill level. 
Fig. 3 Skill level for Unorganised and organised sectors

Training
Training upgrades the knowledge and abilities of the labour force, and prepares workers to more efficiently execute their tasks and duties. Training can also be seen to play an intermediate role between formal education and the acquisition and use of embodied technology. Training could range from motivational work to quality control (Vallejo 2005) 9 . Learning through training is the most common process involved in the automotive component industry. The unorganized firms concentrate on on-job training only while the organized sector firms also train their employees by giving time bound training. But in general both the firms in organized and unoiorganised sector had a skill level development programme (Fig. 4) . 
Incentives to Employees
Incentives to the employees generally come in the form of financial assistance both in the organised and unorganised firms. Awards, recognition, and promotions are also the other means of incentives but mainly seen in the organised sectors. In case of unorganized sector the incentives come in the form of financial assistant and promotion in general whereas in organized sector it comes in with award, financial assistance, recognition and promotion which is clearly depicted in Figure 5 .
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Fig. 4 Staff training measure for SMEs in Auto sector
Fig. 5 Incentives for Employees of SMEs in Auto sector of NCR
Technology
Small firms do not have a clear source of competitive advantage to support the internationalisation decision and do not look to access new technology (Veloso et al. 2000) 10 . But tie ups with foreign firms chiefly for technology has helped Indian auto components suppliers further invest in capacity and automation and acquisition of the latest know-how, thereby closing the productivity gap with other world-class component makers (Krishnan 1996) 11 .
We found from our analysis that the technology for the component manufacturing was either indigenously developed or acquired. University-firm collaborations are observed in the organised sector, which plays a vital role in the innovative activity. It is observed by Vallejo (2005) , that this collaboration has a positive effect on the firms' likelihood of engaging in more advanced and complex learning processes.
Research and Development
Investment in research and development directly contributes to the absorptive capability of the firm, which increases the likelihood of adoption of advanced technologies (Parhi, 2005) 8 . Almost 40% of the publicly listed firms in India, in the organized sector have an R&D establishment. According to a World Bank report in terms of R&D intensity, in 2002, the major automobile players spent around 1 percent of their turnover on R&D. Narayanan (1997) 12 feels that there is a strong complementarity between R&D and technology imports and the need for efficient adaptation requirements of the imported technology to suit the local resource conditions. Moreover, a greater investment in R&D is seen to greatly enhance the adoption of new technology diffusion (Parhi 2005) 8 . We tried to find out how significant was for the firm to have R&D in creating new market, in saving the costs, in increasing the productivity, in creating monopoly, in adopting & assimilating from technology collaborations or for entry into export markets. Figure 6 shows the significance of R&D in organized and unorganized sector in 1-10 scale. In the case of unorganized sector (Fig. 6a) it is very clear that R&D is not relevant for them and therefore generally adopted. Figure 6b shows the results for R&D in organized sector SMEs. It clearly exhibits that R&D is not relevant in most of the cases even in organized SMEs. We observed that most of the firms had R&D set-up or had collaborations with either universities, or R&D labs, association labs or made use of R&D of the collaborators [ Fig. 7 ].
R&D inputs came mostly from the marketing team and to some extent from the joint partner or collaborator. Board of Directors, servicing departments and shop floor units also provided inputs for R&D to some extent [ Fig. 8 ].
Quality control
The relatively low level of quality in the Indian automotive component industry had initially resulted in component exports being restricted mainly to the replacement market. However the quality levels improved considerably after the entry of international OEMs in India. India was forced to upgrade its facility after the strict quality norms were imposed and the average quality of the automotive components has now been improving gradually. The rejection rate although very high compared to Japan is slowly moving down. The Deming award, which is given for quality (control/management) is now also being held by few Indian companies, which not many companies other than Japanese have been awarded with. Roughly more than 350 companies have ISO 9000 certifications, about 60 companies with ISO:14000 certifications in the automotive components sector in India.
The other important issue that emerged as the main focus of almost all the firms in the organized sector has been to go in for quality certification of different types to enhance their acceptability in the global market. These results go well with the one exploratory study conducted by Renuka and Venkatesawara (2006) 13 on Indian SMEs with and without ISO certification. Almost all the firms in innovative sector had a quality policy of some kind with most having quality certification done. 
Fig. 8 R&D Input Source for automotive SMEs in Delhi
Following the interaction with the personnel, we observed that the quality consciousness has risen in the past few years, more so after globalisation. In our survey we had also come across organized sector companies who hold quality certifications. The unorganised sector has stark contrast to the organised sector as most of them do not have any quality policy. However some of these unorganised firms even managed to create a foreign market for their product. How they managed the high standards without any proper quality control is an amazing fact.
Concluding Remarks
The Indian Component suppliers have low cost skilled labour force and have learning experience from exports. But the weakness of the industry is its small size with fragmentation. There is lack of know how in certain areas. The unorganised sector is seeing a historical shrinkage in the globalisation era. Their non-ability to be flexible enough to respond to the market pressures will have no place for them in the industry in future. In this world of increasing global connectivity and interdependence, innovative industry will only survive and the non innovative industry will die its natural death.
A case study based on the automotive sector in the NCR of Delhi was initiated to examine the effect of Globalization, Competitiveness and Innovation. The study is a part of a major programme on the vast industrial growth in NCR. The main focus is on innovative activities and initiatives in enhancing capabilities in technology, R&D, marketing and human resource development for a few firms in the organized and unorganized sectors. Here the criterion for the innovation is the innovativeness (i.e. the capability to innovate) rather than innovation itself. To understand firms' innovative capabilities, it is essential to have indicators that can measure the initiatives taken by firms that put them on to innovative path. The empirical findings indicate that the small firms are realizing the importance of R&D and also the advantage of the global market. They are actively pursuing a policy of human resource development for gaining access to the market. The study has taken a closer look at various government policies that have influenced the technological and market related initiatives of the firms e.g. transfer of technology. Policies of export and import restriction on indigenization; export obligations and policies of progressive liberalization have actually brought confidence and dynamism in the industry.
The study has used indicators like, types, nature and direction of R&D, efforts to achieve quality and standard, changes in the organizational structure to attain production efficiency particularly in a highly competitive component sector, initiatives to skill development, etc. as indicators for assessing innovativeness of the industry. For market related aspects of innovativeness we have used indicators like, types, nature, and combination of different strategies to relate them with the purpose and goal of such strategies. More than the number of firms, here important aspect is to see the range of strategies Indian firms are adopting to take advantage of globalisation of the market. Such strategies range from selling the product of global giant to acquire the global giant.
